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Malayan Currency Agreement 


The Malayan Legislature has passed the Currency 
Act 1960 which seeks authority to implement the 
revised currency agreement (see this News Survey, 
Vol. XII, p. 306). The new agreement will come into 
force on a date to be mutually agreed after ratification 
by all the participating Governments (those of the 
Federation of Malaya, the States of Singapore and 
Brunei, and the Colonies of Sarawak and North 
Borneo). In terms of the agreement, the Board of 
Commissioners of Currency will continue to be respon- 
sible for the issue of a single currency throughout the 
territories of the participating Governments, but sub- 
stantial amendments have been made in the arrange- 
ments for such issue. The following are the more impor- 
tant amendments to the current (1950) agreement 
The powers which in the earlier agreement were granted 
to the U.K. Secretary of State for Colonies will now be 
vested in the Board itself or, in major matters, policy 
decisions will be subject to the unanimous agreement 
of the participating Governments. The Board will be 
composed of seven members, of whom two will be 
appointed by the Federation of Malaya and one each 
by Singapore, Brunei, Sarawak, and North Borneo, 
and one independent member will be appointed jointly 
by the participating Governments. The Chairman of 
the Board will be one of the two representatives of the 
Federation. The Federation and Singapore representa- 
tives will have three votes each, and the representatives 
of Brunei, Sarawak, North Borneo, and the independent 
member will have one vote each. 

The Board, subject to the approval of the participat- 
ing Governments, will have the power to appoint any 
agent whom it considers to be the most satisfactory, in 
contrast to the earlier provision that the Crown Agent 
in London should be the Principal Agent. The Board 
will also have the power to invest up to M$300 million 
of the assets of the Currency Fund—the value of which 
on December 31, 1959 was M$1,242 million—in pub- 
licly issued securities of, or guaranteed by, any of the 
participating Governments, provided that such securi- 
ties are redeemable within 20 years from the date of 


Fund Activities 

On July 27, the Executive Directors voted to extend 
from July 31, 1960 to October 31, 1960 the period 
within which members may act on increases in their 


acquisition by the Board. In order to insure that such 
investment will take place in an orderly fashion, the 
maximum rate permitted is M$100 million in each of 
the first three years after the agreement comes into 
force. (This is to be invested in the securities of each 
of the participant Governments and on the basis of an 
agreed formula; given the estimated amount of cur- 
rency at present in circulation in each territory, the 
Federation’s share will be of the order of M$180 mil- 
lion.) The part of the Fund not invested in the securities 
of the participating Governments may be invested in 
sterling securities of, or guaranteed by, any Common- 
wealth Government, excluding participating Govern- 
ments, or in sterling securities of any international mone- 
tary institution subject to unanimous agreement of the 
participant Governments. The Board may also invest a 
certain portion of the Fund in non-sterling securities; 
such investment may be made only with the unanimous 
consent of all the participating Governments and must 
be confined to publicly issued government securities 
maturing within a period of five years from the date of 
purchase by the Board. A portion of the Fund, at no 
time less than 30 per cent of the value of the whole 
Fund, is to be maintained in liquid form and may be in 
any or all of the following forms: balances in any bank 
and money at call in the United Kingdom or in short- 
term sterling securities 

The new agreement also provides that any partici- 
pating Government may withdraw from the agreement 
after 18 months’ notice. After withdrawal, any Govern- 
ment may request the Board to continue the issue of 
currency in its territory for a further six months. The 
agreement also provides that, in the event of withdrawal, 
the Board will, in due course, be liquidated, and it 
specifies the procedures relating to the redemption of the 
issued currency and distribution of the residual assets. 
Source: Federal Government Press Statement, Speech 
by Minister of Finance on the Second Reading 
of the Curreney Act 1960, Meeting of the 
House of Representatives, Kuala 
Malaya, June 24, 1960. 


Lumpur, 


quotas, under the resolutions on the enlargement of 
Fund resources which was adopted by the Board of 
Governors on February 2, 1959. 


By the end of July, 61 members had accepted in- 
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creases in their quotas, and the total of Fund quotas 
amounted to $14,429,150,000. The Government of 
Spain acted during July to establish an increase in its 
quota, from $100 million to $150 million, with payment 
to the Fund of $12.5 million in gold and $37.5 million 
in pesetas. 


The Fund received in July applications for member- 
ship from the new independent Governments of the 
Congo and Togo. Other pending membership appli- 
cations are those of Laos, Nepal, Nigeria, and Portugal. 


The August issue of /mternational Financial Statistics 
shows that the total of drawings on the Fund, as of 
June 30, 1960, was $3,534,800,000; of this amount 
$1,125,800,000 was outstanding on that date. 


Drawings were made during the month by Argen- 
tina (DM 14,700,000 and f. 13,300,000), Bolivia 
($250,000), the Dominican Republic ($2,000,000), 
Honduras ($1,250,000), and the United Arab Repub- 
lic—Syrian Region ($2,125,000). Repurchases were re- 
ceived from Bolivia ($250,000), India ($22,500,000), 
and the United Kingdom ($14,000,000). 


IBRD Loans 


Loan to India 


The World Bank on July 29 made a loan equivalent 
to US$70 million to India for the improvement and 
expansion of the Indian Railways. The loan will cover 
the greater part of the foreign exchange required for 
the final year of the railway program under India’s 
Second Five Year Plan, ending March 31, 1961. The 
railway program has been a central part of the Plan, 
accounting for about one fourth of all public expendi- 
tures under the Plan. 


Six private commercial banks are participating in the 
loan, without the World Bank’s guaraniec, to the extent 
of $2,050,000, representing the first maturity and part 
of the second which fall due between January 1964 and 
July 1964. The participating banks are The Chartered 
Bank (New York Agency), The First National City 
Bank of New York, Girard Trust Corn Exchange Bank, 
Irving Trust Company, Chemical Bank New York Trust 
Company, and The Philadelphia National Bank. 


The Bank has now lent $328 million for the Indian 
Railways, the largest amount ever lent by the Bank for 
a single project. A loan of $33 million was made in 1949 
for railway rehabilitation; since then, seven loans total- 
ing $295 million have been made to assist in financing 
the Indian Railways’ program of expansion under the 
Second Five Year Plan. 


Total investment in the railway program in the first 
four years of the Second Five Year Plan is estimated at 
Rs 8.7 billion ($1,827 million); and expenditure of 
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Rs 2.3 billion ($483 million) is expected during the 
current and last year of the Plan. Of the total amount, 
foreign exchange requirements are estimated at $718 mil- 
lion, of which 40 per cent will have been supplied by 
the Bank and 20 per cent from other external sources. 
The original foreign exchange estimate was $893 mil- 
lion; this has been progressively reduced to the present 
figure of $718 million because of the increased avail- 
ability of railway equipment manufactured in India. 
The Indian Railways estimate that $85 million in for- 
eign exchange will be required for purchases in the last 
year of the program. The World Bank loan, providing 
$70 million of this amount, will be used for the purchase 
abroad of rolling stock, track materials, and other 
equipment. 


The Bank loan is for 20 years and bears interest of 
5% per cent per annum including the 1 per cent com- 
mission which is allocated to the Bank’s Special Reserve. 
Amortization will begin in January 1964. 


The consortium of government representatives of 
Canada, Germany, Japan, the United Kingdom, and 
the United States first met, at the invitation of the 
World Bank, in August 1958 to seek ways of helping 
India to meet the foreign exchange requirements of 
the remaining years of the Second Five Year Plan. At 
that time, the Bank indicated its intention of extending 
loans to India in the amount of $225 million for the 
2% years remaining of the Plan. Total Bank lending 
for that purpose now amounts to $255 million, of which 
$225 million is expected to have been disbursed when 
the Plan period ends on March 31, 1961. 


The Bank has now made 24 loans totaling $662 mil- 
lion in India. In addition to the railways, the loans 
have been made for the expansion of iron and steel 
production and electric power facilities, for the pur- 
chase of commercial aircraft, for the development of 
agriculture and ports, and for a development bank to 
lend to private industry. 


Loan to El Salvador 


On July 29 the World Bank made a loan equivalent 
to US$3,840,000 for the expansion of electric power 
facilities in El Salvador. The loan was made to the 
Comisién Ejécutiva Hidroeléctrica del Rio Lempa 
(CEL), a semiautonomous government agency estab- 
lished in 1945 to plan and provide facilities to meet 
El Salvador’s power requirements. It supplies power to 
the country’s principal distributors of electricity, which 
serve nearly all consumers. The loan will finance im- 
ported equipment and services for the construction of 
the Guajoyo 15,000-kilowatt hydroelectric power plant 
and associated transmission facilities. The new installa- 
tions form part of a program of electric power expansion 
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being carried out by El Salvador to keep pace with the 
demands of its rapidly growing economy. 

Bankers Trust Company, Grace National Bank of 
New York, and Manufacturers Trust Company are par- 
ticipating in the loan, without the World Bank’s guaran- 
tee, for a total amount of $87,000 representing the first 
two maturities which fall due in October 1963 and 
April 1964. 


Although the economy of El Salvador is predomi- 
nantly agricultural, with coffee and cotton exports 
accounting for over four fifths of the country’s export 
earnings, industrial growth has been important during 
the past dozen years. Among new enterprises are a 
sugar refinery, a flour mill, cement and paint factories, 
and aluminum fabricating and tire retreading plants. 
The expansion of industry has helped to diversify and 
strengthen the economy and is providing new employ- 
ment opportunities. The availability of electric energy 
has been an important factor in stimulating industrial 
development. 

The total cost of the Guajoyo power project is esti- 
mated at the equivalent of $5.54 million. The Bank 
loan will cover the foreign exchange requirements and 
the remaining costs will be met from CEL’s resources. 
The Bank loan is for 25 years and bears interest of 
5% per cent per annum including the 1 per cent com- 
mission which is allocated to the Bank’s Special Reserve. 
Amortization will begin in October 1963. The loan is 
guaranteed by the Republic of El Salvador. 


The Bank has now made five loans, totaling 
$35,485,000, in El Salvador; $16,100,000 has been 
for highways and $19,385,000 for electric power. 


Sources: International Bank for Reconstruction and 


Development, Press Releases, Washington, 
D.C., July 29, 1960. 


Europe 
U.K. Coinage 


The farthing (one quarter of a penny) will cease to 
be legal tender in the United Kingdom from January 1, 
1961. This is the first time since 1890 that a coin is to 
be withdrawn from the coinage. 
Source: The Financial Times, 

July 30, 1960. 


London, England, 


U.K. Import Licensing 


The Board of Trade has announced the U.K. quota 
arrangements for the 1960-61 season for imports of 
fruit and fruit products from the dollar area which are 
still subject to licensing control. The quotas for canned 
deciduous fruit and canned pineapple have both been 
raised, but those for canned grapefruit, grapefruit juice, 
orange juice, and fresh bananas will continue at current 


levels for a further 12 months. The quota for canned 
deciduous fruit, which applies to all types of canned 
fruit other than apples, pineapples, and citrus, will be 
£4.2 million c.i.f. for the 12 months commencing Sep- 
tember 1, 1960, compared with £3.2 million c.i.f. for 
the corresponding period in 1959-60. The quota for 
imports of canned pineapple for the 12 months com- 
mencing February 1, 1961 will be raised from £135,000 
c.i.f. to £175,000 c.i.f. The Board of Trade also 
announced that applications to import wine, beer, and 
gin from the dollar area will be considered sympatheti- 
cally although formal quotas are not being established. 
Source: The Times, London, England, July 12, 1960. 


Industrial Production in the United Kingdom 


Provisional estimates indicate that the seasonally 
adjusted index of industrial production in the United 
Kingdom for June was 122-123 (1954 = 100), which 
is a little higher than the May index and about the same 
as that for April. In the second quarter, industrial pro- 
duction appears to have been about 2 per cent higher 
than in the first quarter of the year and a little less than 
5 per cent above the final quarter of 1959. 


The Financial Times suggests that output in the engi- 
neering industries is expanding, as a result of the invest- 
ment programs being undertaken by industry, particu- 
larly investment in steel, chemicals, and cars. In con- 
trast, producers of household goods have been building 
up stocks of finished goods, following the reintroduction 
of hire-purchase restraints. It observes that the outlook 
in the vehicle industries, where production has fallen 
slightly, is obscure. Although the North American mar- 
ket has contracted this year, increases in sales in other 
overseas markets have been achieved, and waiting lists 
of purchasers in the United Kingdom have been cut. 


Source: The Financial 
July 29, 1960. 


Times, London, England, 


U.K. Wage Earnings 


Provisional statistics issued by the U.K. Ministry of 
Labor indicate that average earnings of men in manu- 
facturing industry during the last pay week in April 
were £14 6s. 4d., the highest ever recorded and 4.3 per 
cent more than at the time of the previous survey in 
October 1959. In industry generally, earnings of male 
employees were £14 2s. 4d. iri April, 4.1 per cent higher 
than in October 1959. Average weekly wage rates 
increased by only 1% per cent in the six months to 
April 1960. Most of the excess of earnings over wage 
rates arose from bonuses for overtime and other addi- 
tional payments. The statistics reflect the effect of the 
shorter workweek which has been introduced in many 
industries recently. On the average, men worked 48 hours 
a week in April, 30 minutes less than in October 1959. 
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In manufacturing industries the drop was greater, 
47.4 hours in April instead of 48.2 hours as in October. 
Source: The Financial 

July 27, 1960. 


Times, London, England, 


OEEC Credit to Iceland 


After concluding that Iceland has made satisfactory 
progress toward achieving the aims of its stabilization 
program, the Council of the Organization for European 
Economic Cooperation (OEEC) has granted credit 
facilities equivalent to US$5 million to Iceland from 
the European Fund, with effect from August 1, 1960. 
This is the second tranche of the $12 million credit 
granted to Iceland in February 1960 in connection with 
the stabilization program (see this 
Vol. XII, p. 261). The first tranche, equivalent to 
$7 million, was granted with effect from February 20, 
1960; $5 million was drawn in March and $2 million 
in June. 


News Survey, 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


July 29, 1960. 


Export-Import Bank Loan to Italy 


The Export-Import Bank of Washington announced 
on July 20 an agreement to extend to Italy a loan of 
$34 million to assist in financing a reactor-type electric 
power plant to be built in Northern Italy. This is the 
first nuclear power loan extended by the Bank. 


The loan was made to the Instituto Mobiliare Italiano 
(IMI) for the benefit of the Societa Eléttronucleare 
Italiana (SELNI), an organization owned by several 
Italian private electric power companies. It will finance 
purchases of U.S. equipment, materials, and engineering 
services. Repayment of the loan is scheduled over a 
15-year period beginning in 1964. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., July 20, 1960. 


Industrial Production in Germany 


Industrial production in the Federal Republic of 
Germany continued to expand rapidly in June, and new 


production records were reached in many sectors. 
According to preliminary figures, the index of industrial 
production rose to 285 (1936 = 100), an increase of 
13 per cent over June 1959. In the first half of 1960, 
production averaged nearly 13 per cent more than in 
the first half of last year. Among the industry groups, 
the largest increase—19 per cent—was in the investment 
goods industries. For the basic producer goods indus- 
tries, the increase was 15 per cent; for building, 12 per 
cent; for mining, 6 per cent; and for the nondurable 
consumer goods industries, 6 per cent. 


Within the investment goods industries, output of 


INTERNATIONAL FINANCIAL NEws SuRVEY, August 5, 1960 


the motor vehicle industry in June, which was 25 per 
cent more than in June 1959, again showed the most 
substantial increase. In the first half of 1960, 1,044,792 
motor vehicles were produced, or 25.6 per cent more 
than in the first half of 1959. Exports of motor vehicles 
in the first half of this year reached 491,735, an 
increase of 16.4 per cent from the first half of 1959. 
The share of exports in the total production of motor 
vehicles declined from 50.8 per cent in the first half of 
1959 to 47.1 per cent in the first half of 1960. 


Sources: Der Bundesminister fiir Wirtschaft, Tages- 
Nachrichten, Bonn, Germany, July 21 and 


22, 1960. 


Shorter Working Hours in Germany 

Under an agreement concluded by the representatives 
of employers and trade unions in the German metal 
manufacturing industry, the number of hours worked 
per week will be reduced in three steps, to 40 hours, 
between the end of 1961 and July 1, 1965. The present 
workweek of 44 hours will be maintained until Decem- 
ber 31, 1961. It will be reduced to 42% hours at the 
beginning of 1962 and to 41% hours on January 1, 
1964. At the same time, it was agreed that metal work- 
ers will receive a wage increase of 3.5 per cent on 
January 1, 1962, a further increase of 3 per cent on 
1964, and another one of 3.1 per cent on 
July 1, 1965. Thus the reduction in hours worked per 
week will be compensated by a total wage increase 
of 9.6 per cent. 


January 1, 


Representatives of employers and trade unions in the 
iron and steel industry in North Rhine-Westphalia have 
agreed that the number of hours worked in one week 
will be reduced in two steps, to 40 hours; the first reduc- 
tion will be to 42 hours on January 1, 1962, and the 
second to 40 hours on July 1, 1965. The compensating 
wage increases will amount to 4.8 per cent at the 
beginning of 1962 and to 5 per cent in July 1965. 
At the same time, the wage rates for workers and the 
salaries for employees will be increased by 8.5 per cent, 
effective July 1, 1960; a further increase of 5 per cent 
has been agreed for July 1, 1961. The new agreement 
will be binding until December 31, 1961. 

What effects these new agreements will have on the 
wage situation in the coal mining industry in the Ruhr 
remains to be seen. In order to prevent a further increase 
in the transfer of workers from coal mining to the iron 
and steel industry, it may be assumed that in the fore- 
seeable future employers in coal mining will have to 
grant to the miners wage concessions similar to those 
granted in other industries. 


Source: Handelsblatt, Diisseldorf, Germany, July 21, 
1960. 
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Abolition of Greek Import Quotas 


The Greek Foreign Trade Administration has abol- 
ished the system of import quotas under which specified 
imports from certain countries or areas were subject to 
special licensing on the basis of annual import quotas 
established for each item. The measure had been intro- 
duced in April 1959 and affected imports of iron, iron 
sheet, timber, coal, pulp, electrical equipment, sewing 
machines, newsprint, and tires and tubes (together ac- 
counting for some 15 per cent of total imports) origi- 
nating in the OEEC area, the United States, Canada, 
and other countries with which trade and payments 
relations were not based on bilateral trade and payments 
agreements. The introduction of import quotas had 
been designed to correct a serious trade imbalance with 
continental Western European countries. Accompanying 
the abolition of import quotas was the inclusion, by a 
recent decision of the Foreign Trade Administration, in 
import “List A” of timber, coal (except anthracite), 
tires and tubes, iron and iron sheet, and newsprint, thus 
making their import subject to license. 


Source: Naftemboriki, Athens, Greece, July 28, 1960. 


Middle East 
Banknote Regulations in Egyptian Region, U.A.R. 


According to exchange control regulations effective 
July 6, 1960, the export of Egyptian banknotes or cur- 
rency notes from the Egyptian Region is prohibited, 
except by special approval of the Central Exchange 
Control. Whereas, previously, residents leaving the 
Egyptian Region were allowed to take out LE 20 per 
person in Egyptian and /or foreign banknotes, they now 
may take out that amount in foreign currency only 
(banknotes or travelers checks). Tourists and nonresi- 
dents leaving the Region may take out Egyptian as well 
as foreign banknotes in amounts not exceeding the 
amounts brought in when they entered the Region, pro- 
vided that the amounts brought in were recorded in the 
appropriate customs declarations. There are no limits 
on the amounts in either Egyptian or foreign currency 
notes that may be brought into the Region by either 
residents or nonresidents, provided such amounts are 
duly recorded in the appropriate customs declarations. 
Previously, residents of the Region could bring in only 
LE 20 in Egyptian banknotes or currency notes, except 
under certain conditions. 


Source: Al Ahram, Cairo, Egypt, July 9, 1960. 


Far East 
U.S. Sales of Cotton to India 


The U.S. Department of Agriculture announced on 
July 29 an agreement to sell to India about 330,000 


bales of cotton valued at $41.6 million (including cer- 
tain ocean transportation costs). The agreement was 
made under Title I of Public Law 480, and supplements 
the one announced on May 4 (see this News Survey, 
Vol. XII, p. 354). 

Sales under the agreement will be made by US. 
private traders; 5 per cent of the rupees obtained from 
the sales will be set aside for loans to U.S. and Indian 
private business firms by the Export-Import Bank of 
Washington (see this News Survey, Vol. XIl, p. 218). 
Source: Department of Agriculture, Press Release, 
Washington, D.C., July 29, 1960. 


Aid to India from Germany 

Following talks between the Indian Finance Minister 
and representatives of the Federal German Government 
at Bonn from June 19 to June 26, it was agreed that 
German-Indian economic cooperation should be not 
only maintained but also intensified. For India’s Second 
Five Year Plan, the Federal Government confirmed 
its readiness to make available the equivalent of 
US$30 million in addition to the credit of $70 million 
already provided, in accordance with decisions taken in 
August 1958, on a multilateral basis in order to help 
meet the exchange gap under the Second Five Year 
Plan. For the Third Five Year Plan, the Federal Gov- 
ernment has agreed to a deferment of two thirds of the 
liabilities maturing up to March 31, 1961 in respect of 
the Rourkela steel mill project. For the time being, this 
deferment will be for a period of four years. The Fed- 
eral Government confirmed its readiness to aid in the 
expansion of the Rourkela steel mill under the Third 
Five Year Plan. For orders for this purpose it will 
endeavor to secure commercial terms of payment for 
longer than the normal period. 


Source: Reserve Bank of India, /Jndian News Digest, 
Bombay, India, July 1, 1960. 


Promotional Privilege for Industrial Investors in Thailand 

A bill to legalize an additional promotional privilege 
for industrial investors has been approved by the Con- 
stituent Assembly of Thailand. It guarantees to private 
investors that the Government will not engage in any 
new industrial activity for commercial purposes that 
might be in competition with private industries granted 
promotional privileges under the Thai Industrial Promo- 
tion Act. (See also this News Survey, Vol. XI, p. 250.) 


The Bangkok Post, Bangkok, Thailand, 
June 23 and July 21, 1960. 


Sources: 


Import Restrictions in Malaya 

In order to protect local industry, the Government 
of the Federation of Malaya imposed on July 19 a ban 
on the importation into the country of six more brands 
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of Chinese textiles. For the same reason, the Govern- 

ment had banned, in October 1958, four types of 

Chinese textiles. 

Source: The Straits Budget, Kuala Lumpur, Malaya, 
July 27, 1960. 


Japan's Foreign Trade 

Japan’s exports and imports both increased substan- 
tially in the first half of 1960, but as the increase in 
imports was larger than that in exports, the c.i.f. trade 
deficit widened to $401 million, from $204 million in 
the same period of 1959. According to customs returns, 
exports were $1,842 million, exceeding those in the 
first half of 1959 by 20 per cent. Sizeable increases 
occurred in sales abroad of iron and steel, radio 
receiving sets, clothing, cotton fabrics, and metal goods; 
exports of ships, on the other hand, declined by about 
25 per cent. Imports c.i.f., at $2,243 million, were 
29 per cent more than in the first half of 1959. While 
purchases of most commodities increased, the increases 
for raw cotton and wool, petroleum, iron and steel 
scrap, and iron ore were particularly large. 
Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 

July 18, 1960. 


Gross National Product of Japan 

Japan’s gross national product increased from 
¥ 10,023 billion in 1958 to ¥ 11,687 billion in 1959, 
i.e., by 16.6 per cent in current prices. In real terms, 
the increase was 14.6 per cent. The expenditure cate- 
gory that increased most was private inventory invest- 
ment, which amounted to ¥ 660 billion in 1959; in the 
previous year there had been disinvestment of ¥ 162 
billion. Private investment in plant and equipment, 
which had declined in 1958, increased by 21 per cent 
in 1959. Total private investment rose by 73 per cent. 
Personal consumption expenditures continued to in- 
crease at about the same rate as in recent years—7.5 
per cent—and government expenditures increased by 
3 per cent. Exports rose from ¥ 1,349 billion in 1958 
to ¥ 1,544 billion in 1959, or by 14 per cent. How- 
ever, imports rose even more, from ¥ 1,149 billion to 
¥ 1,393 billion, or by 21 per cent, and the current 
account surplus decreased. 


Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
July 18, 1960. 


Czechosloyak Loan to Indonesia 

Under the terms of a mutual economic cooperation 
agreement concluded in July 1960, Indonesia will re- 
ceive from Czechoslovakia a long-term loan equivalent 
to £12 million, to be used especially for the construc- 
tion of 12 chemical plants. Czechoslovakia will provide 
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both the necessary equipment for the proposed plants 
and technical assistance. 


Source: Indonesian Observer, 
July 22, 1960. 


Philippine Foreign Exchange Reserves 

Philippine foreign exchange reserves on July 13 
amounted to $200.6 million, thus exceeding $200 mil- 
lion for the first time since May 1957. Reserves were 
at their lowest level, $125 million, at the end of 1958. 
In the first half of 1959, they increased slowly, and on 


Djakarta, Indonesia, 


PUBLICATIONS OF THE INTERNATIONAL MONETARY FUND 
Staff Papers 


Staff Papers contains studies prepared by members of 
the Fund staff on monetary and financial problems. The 
scope of the studies included is illustrated by the titles 
of the articles in Volume VII, No. 3, April 1960: “The 
Role of the International Monetary Fund in Promoting 
Price Stability,” by Walter R. Gardner; “The Integration 
of Sector Finance and National Income Accounts,” by 
Poul H@st-Madsen; “Monetary Analysis of Income and 
Imports and Its Statistical Application,” by J. J. Polak 
and Lorette Boissonneault; “Russian Gold and the 
Ruble,” by Oscar L. Altman; and “Canada’s Foreign 
Exchange Market: A Quarterly Model,” by Rudolf R. 
Rhomberg. 


Volume VII, which includes three numbers, may be pur- 
chased for $3.50; the price of a single number is $1.50. 


Beginning with Volume VIII, the subscription is $6.00 
per volume, and single copies may be purchased for $2.50. 
The three numbers that comprise a volume are not 
necessarily issued within one calendar year. 


Balance of Payments Yearbook 


Volume 12 of the Balance of Payments Yearbook 
series will consist of loose-leaf sections issued at monthly 
intervals. The first sections were issued in June 1960 and 
the last will be issued in May 1961. When completed, 
the Yearbook will provide, for about 75 countries, basic 
global tables and explanatory notes covering definitive 
data for the years 1955-58 and preliminary data for 1959. 
This volume together with Volumes 5 and 8—the two 
base volumes previously issued in this series—will give 
basic data in a standard form for the 13 years 1947-59 

In addition, Volume 12 will provide regional details 
for 1959 for many of the countries and data for the 
first half of 1960. Summary statements and analytic 
tables similar to those in Volume 11 will also be 
presented. 

Volume 5 is out of print. Volume 8 may be purchased 
for $5.00. For Volume 12, the subscription rate is $7.50; 
a binder for filing the loose-leaf sections may be pur- 
chased for $3.50. 


w - xt + . 


Subscriptions are quoted in U.S. dollars. Residents of 
most other countries may make payment in local cur- 
rency to addresses that will be supplied on request. 


Address orders to 


The Secretary 
International Monetary Fund 


19th and H Streets, N.W. Washington 25, D.C. 
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July 10, 1959 they amounted to $130.1 million. The 
improvement in the second half of 1959 was much more 
pronounced, and by January 4, 1960 reserves had 
increased to $160.4 million. 


Source: Philippine-American Chamber of Commerce, 


Weekly Bulletin, New York, N.Y., July 22, 
1960. 


United States 


Reduction in U.S. Stock Margin Requirements 

The Federal Reserve Board reduced from 90 per 
cent to 70 per cent the required margin, or down- 
payment, which must be made on purchases of stocks, 
the reduction becoming effective on July 28. The Board 


cited a decline in the amount of stock market credit’ 


outstanding as the reason for its action. Such credit 
outstanding at the end of June totaled $4.2 billion, 
which was 10 per cent below the high point reached 
at the end of June 1959. The 90 per cent requirement 
had been set in October 1958 when market credit was 
about $4.3 billion and rising sharply (see this News 
Survey, Vol. XI, p. 139). 


Source: The Journal of Commerce, New York, N.Y., 
July 28, 1960. 


Latin America 


Dollar Deposits in Guatemalan Banks 

The Guatemalan Government will permit U.S. dollar 
deposits in Guatemalan commercial banks, on the 
ground that Guatemalans and resident foreigners, who 
were fearful that prohibitions might be imposed to 
prevent them from exchanging their quetzal holdings 
for dollars in an emergency, would tend to increase 
their dollar holdings outside the country if they were 
unable to make dollar deposits in Guatemala. 


Source: Banco Nacional de Comercio Exterior, S.A., 
Comercio Exterior de México, Mexico, D.F., 
June 1960. 


DLF Loan to Chile 

The U.S. Development Loan Fund (DLF) announced 
on July 19 the signing of a $10.5 million loan to the 
Government of Chile, to finance the construction of a 
new commercial international jet airport at Pudahuel, 
northwest of Santiago. The loan is of an amount suffi- 
cient to cover both foreign exchange and local costs 
of the project (except for the cost of acquiring land) 
and will be repayable in the currency of Chile. Last 
year, the DLF loaned Chile $300,000 for making a 
master plan, detailed designs, and cost estimates for 


this and two other airports (see this News Survey, 
Vol. XI, p. 379). 


Source: Development Loan Fund, Press Release, Wash- 
ington, D.C., July 19, 1960. 


Other Countries 
Australian Government Loan 


The Australian Government has announced details 
of a conversion issue in London of 6 per cent stock, 
1977-80, at 98. Holders of the £13.9 million of 
Australian 3 per cent stock, 1958-60, which matures 
on December 1, 1960, have the right to convert into 
an equal nominal amount of the new loan, and cash 
applications are invited to cover any of the new stock 
not absorbed by conversion. Lists for the cash appli- 
cations were to open and close on July 28 and the-con- 
version lists to remain open until August 4. 


Source: The Times, London, England, July 26, 1960. 


Overseas Investment in Australia 


A report by the Manufacturing Industries Advisory 
Council strongly favors the continuation of a flow of 
capital from abroad into Australia at a rate similar to 
that of the ten years 1948-49 to 1957-58—about 
2 per cent of Australia’s gross national product (GNP), 
or 8 per cent of total investment, private and public— 
but varying in absolute terms to accord with changes 
in GNP. The Commonwealth Government does not 
need to take special steps to encourage portfolio invest- 
ment which has increased substantially in the last year 
or so, as the Council believes direct investment in 
Australian companies and government borrowing 
abroad to be more beneficial. The extent of control 
exercised by overseas interests over individual com- 
panies and industries in Australia is a matter that 
merits careful examination, but the Council has no 
evidence that suggests that any of the decisions taken 
by the overseas parent companies of Australian 
branches, subsidiaries, or associates have been inimical 
to the national interest. 


The United Kingdom and the United States are 
likely to remain the largest overseas sources of capital 
for Australia, but interests in the Common Market may 
also look to Australia as a potential link with their 
rationalized large-scale European operations, and other 
possible sources of capital, e.g., Switzerland, the Scandi- 
navian countries, and Japan, should not be overlooked. 

The Council does not favor taxation privileges for 
oversea investors that are not also available for local 
investors; nor does it favor formal undertakings or 
guarantees for the transfer of profits and repatriation 
of capital, except that such an undertaking might be 
given in respect of capital funds, where it could be 
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shown that it was not possible to carry out the original 

plans promoting the investment. 

Source: Manufacturing Industries Advisory Council, 
Oversea Investment in Australia, Sydney, Aus- 
tralia, May 1960. 


Economic Developments in Rhodesia and Nyasaland 

The main economic developments in the Federation 
of Rhodesia and Nyasaland in 1959 were a continuation 
of the decline in fixed investment and, in contrast, a rise 
in the output of primary products. There was, in par- 
ticular, a marked increase in the production of the 
Federation’s two main export commodities, copper and 
tobacco. 


Gross domestic product at factor cost amounted to 
£513.8 million, compared with £449.2 million in 1958 
and £450.4 million in 1957. Within the total increase 
of more than 14 per cent from 1958 to 1959, the con- 
tribution of mining increased by nearly 70 per cent, 
that of agriculture by 8 per cent, and that of manu- 
facturing by 7 per cent, while the value of building and 
construction declined by 6 per cent. As a result, mining 
resumed its traditional position as the contributor of 
the highest proportion of gross domestic product; its 
relative share, £106.6 million, was 20.8 per cent, com- 
pared with 14.2 per cent in 1958. 


Most of the increase in total mining output was due 
to an increase in copper production, which amounted 
to 606,000 tons, a record figure; this was some 30 per 
cent above the previous record attained in 1957 and 
more than 40 per cent above the 1958 figure. The 
increase reflects the benefits of the heavy investment 
program in the Federation in recent years, aimed both 
directly and indirectly at increasing copper production, 
which bore full fruit for the first time in 1959. With 
buoyant external market conditions for copper, reflect- 
ing the rise in world industrial activity and strikes in 
the United States and Chile, the value of copper pro- 
duction rose twice as much as its volume, or by 80 
per cent, to £113.7 million. 


While expenditure on consumption increased in 1959 
by 6 per cent—more or less the same rate as in 1958— 
gross investment fell by 2 per cent in volume and by 
5 per cent in value, mainly as a result of a decline in 
building and construction activity. Even so, investment 
accounted for expenditure equal to 27 per cent of the 
gross national product. At the same time, savings 
increased markedly, owing mainly to a_ substantial 
volume of undistributed profits of mining companies 
and an increase in personal savings. Savings were 
available to finance 86 per cent of gross investment; 
this was in marked contrast to the position in 1957 and 
1958, when borrowing abroad had represented some 
45 per cent of the finances available for investment. 


The reduction in 1959 in net borrowing abroad was 
due not only to a reduced rate of inflow of public and 
private long-term capital, but, among other things, to 
an increase in sterling reserves outside the banks, which 
represented mainly an accumulation of nonrepatriated 
proceeds of increased export sales. The fall in invest- 
ments in 1959 thus cannot be attributed only to a lack 
of potential capital funds, although this factor limited 
investment in the public sector. Private investment has 
been affected by greater caution on the part of investors 
as a result of the decline in copper and other earnings 
since 1956; the more favorable trends which developed 
in 1959 probably occurred too late to affect the posi- 
tion markedly in that year. 


Mainly in consequence of a £40 million increase in 
the value of copper exports and an increase of nearly 
£6 million in the value of tobacco shipments, total 
merchandise exports rose from £135.8 million in 1958 
to £186.9 million in 1959; the value of imports declined 
by £7.4 million, to £150.2 million. However, the tra- 
ditional deficit on account of services increased at the 
same time by £12.6 million, mainly because of higher 
investment income payments by the mining companies. 
The balance on all current transactions showed a net 
deficit of £18.9 million, compared with a deficit of 
£62.9 million in 1958. The net inflow of foreign long- 
term capital was £35.9 million, £23.9 million less than 
in 1958, mainly because of a reduction from £34.8 mil- 
lion to £16.9 million in the inflow of private capital. 
Nevertheless, the capital inflow by far exceeded the 
deficit on account of current transactions, and there was 
thus an increase in external assets. This increase was 
mainly in private assets, primarily those of the copper 
companies, which rose by £22.4 million; official bal- 
ances increased by only £1.7 million, and external 
banking reserves decreased by £2.2 million. 


Source: Ministry of Economic Affairs, Economic Re- 
port 1960, Salisbury, Federation of Rhodesia 
and Nyasaland, May 12, 1960. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
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